COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
ALLEGED FAILURE OF THE CITY OF NORTH }
MIDDLETOWN TO COMPLY WITH KRS 278.160 )
AND 278.180 AND THE COMMISSION'S ORDER ) CASE NO. 2006-00072
)
)

OF AUGUST 10, 1994 IN ADMINISTRATIVE
CASE NO. 351

ORDER

Judy Water Association, a non-profit corporation organized under the provisions
of KRS Chapter 273, owns and operates facilities that are used in the distribution of
water to the public for compensation to approximately 1,671 customers in Bath,
Bourbon, Clark, Montgomery, and Nicholas counties, Kentucky. It is a utility subject to
Commission jurisdiction.

City of North Middletown (*“North Middletown”), a city of the fifth class, is located
in Bourbon County, Kenfucky. KRS 81.010(5). it owns and operates a water treatment
and distribution system that provides water service to residents of North Middletown and
wholesale water service to Judy Water Association. According to Commission records,
North Middietown began providing water service to Judy Water Association in 2001.

KRS 278.010(3) effectively exempts municipal utilities from Commission

regulation by excluding cities from the definition of utility.”> In Simpson County Water

' Annual Report of Judy Water Association, Inc. to the Public Service

Commission of the Commonwealth of Kentucky for the Calendar Year Ended December
31, 2001, at 31.

2 See McClellan v. Louisville Water Company, 351 S.W.2d 197 (Ky. 1961).




District v. City of Franklin, Ky., 872 S.W.2d 460 (1994), however, the Kentucky Supreme

Court held this exemption did not extend to contracts for utility service between a
municipal utility and a publiic utility. The Court ruled that "where contracts have been
executed between a utility and a city . . ., KRS 278.200 is applicable and requires that
by so contracting the [c]ity relinquishes the exemption and is rendered subject to . . .
[Commission] rates and service regulation.”

KRS 278.200 provides:

The commission may, under the provisions of this chapter,
originate, establish, change, promulgate and enforce any
rate or service standard of any utility that has been or may
be fixed by any contract, franchise or agreement between
the utility and any city, and all rights, privileges and
obligations arising out of any such contract, franchise or
agreement, regulating any such rate or service standard,
shall be subject to the jurisdiction and supervision of the
commission, but no such rate or service standard shall be
changed, nor any contract, franchise or agreement affecting
it abrogated or changed, until @ hearing has been had before
the commission in the manner prescribed in this chapter
[emphasis added].

Simpson_County Water District effectively subjects all coniracts between

municipal utilities and public utilities to the Commission’s jurisdiction, requires all
municipal utility transactions with a public utility to comply with the provisions of KRS
Chapter 278, and makes Commission approval a prerequisite to any change in a rate
that a municipal utility assesses a public utility for wholesale utility service,

Pursuant to the Simpson County decision, the Commission in Administrative

Case No. 351 directed that all municipal uliiities that provide wholesale utility service 1o

a public utility “file with the Commission a copy of their contracts with the public utility

8 872 S.W.2d at 463,
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and a schedule of their rates for wholesale service.” It further directed that “[a]ny
municipal utility wishing to change or revise a contract or rate for wholesale ufility
service to a public utility shall, no later than 30 days prior to the effective date of the
revision, file with the Commission the revised contract and rate schedule.”® KRS
278.160(1) and (2) and KRS 278.180(1) supported and required this directive.

KRS 278.160 provides:

(1) Under rules prescribed by the commission, each utility
shall file with the commission, within such time and in such
form as the commission designates, schedules showing all
rates and conditions for service established by it and
collected or enforced. The utility shall keep copies of ifs
schedules open fo public inspection under such rules as the
commission prescribes.

(2) No utiiity shall charge, demand, collect, or receive from
any person a greater or less compensation for any service
rendered or fo be rendered than that prescribed in its filed
schedules, and no person shall receive any service from any
utility for a compensation greater or less than that prescribed
in such schedules.

KRS 278.180(1) provides:

[N]o change shall be made by any utility in any rate except
upon thirty (30) days' notice to the commission, stating
plainly the changes proposed o be made and the time when
the changed rates will go into effect. However, the
commission may, in its discretion, based upon a showing of
good cause in any case, shorten the notice period from thirty
(30) days to a period of not less than twenty (20) days. The
commission may order a rate change only after giving an
identical notice tfo the utility. The commission may order the
uifility to give notice of its proposed rate increase to that
utility's customers in the manner set forth in its reguiations.

4 Administrative Case No. 351, Submission of Contracts and Rates of Municipal
Utilities Providing Wholesale Service to Public Utilities (Ky. PSC Aug. 10, 1994) at 1 ~ 2.

® |d. at2.
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On November 29, 2005, Judy Water Association applied to the Commission for
adjustment in its rates for water service to reflect increases in the wholesale rates of its
suppliers.? In support of its application, Judy Water Association stated that North
Middletown had increased its wholesale water service rate in January 2004.
Commission records fail to reflect that North Middletown has filed any rate schedule to
reflect its current wholesale service rate or its wholesale rate prior to January 1, 2004.

Commission Staff has contacted officials of North Middletown and Judy Water
Association regarding North Middletown’s provision of water service to Judy Water
Association. Based upon its discussion with these officials and its review of
Commission records, Commission Staff has advised the Commission of the following:®

1. North Middletown executed a water purchase agreement with Judy

Water Association in 1999 that provided for North Middletown to provide

wholesale water service at a rate of $1.95 per 1,000 galions.

2. North Middietown began providing water to Judy Water Association

in December 2001. North Middletown provided this service at a monthly

rate of $2.14 per 1,000 gallons for the first 2,000,000 and $2.44 per 1,000

gallons for all purchases in excess of 2,000,000 gallons.

3. Iin January 20056 North Middietown increased its rate to Judy Water

Association {o reflect an increase from its wholesale supplier, Kentucky-

American Water Company. North Middletown currently provides water

service to Judy Water Association at a monthiy rate of $2.33 per 1,000

gallons for the first 2,000,000 and $2.65 per 1,000 gallons for all
purchases in excess of 2,000,000 gallons.

® Case No. 2005-00480, Purchased Water Adjustment of Judy Water
Association (Ky. PSC Dec. 21, 2005).

" Letter from Bily Ray Fawns, Manager, Judy Water Association, to Beth
O'Donnell, Executive Director, Public Service Commission (Nov. 18, 2005). Mr. Fawns
advised Commission Staff in a telephone conversation that the increase did not occur
until January 2005. See Appendix A.

& Commission Staff's report to the Commission is set forth in the affidavit found
at Appendix A to this Order.
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4, North Middletown has not formally filed its water purchase contract
with the Commission,

5. Commission records do not reflect that North Middietown has

provided to the Commission written notice of the adjustments in the rates

that it assesses Judy Water Association.

Based upon the foregoing and being otherwise sufficiently advised, the
Commission finds that prima facie evidence exists that North Middletown has violated
KRS 278.160, KRS 278.180, and the Commission’s Order of August 10, 1994 in
Administrative Case No. 351 by failing to file its contract to provide wholesale water
service to Judy Water Association with the Commission on or before commencing such
service and by failing fo notify the Commission of its proposed increase in its wholesale
water service rate prior to implementing such increase.

Wherefore, the Commission HEREBY ORDERS that:

1. North Middletown shall show cause in writing within 20 days of the date of
this Order:

a. why it should not be subject to the penaliies prescribed in KRS
278.990(1) for its alleged failure to comply with the provisions of KRS Chapter 278 and of
the Commission’s Order of August 10, 1994 in Administrative Case No. 351; and,

b. why it should not be required to refund all monies collected from
Judy Water Association that are in excess of the rate set forth in its water purchase
contract with Judy Water Association.

2. In its written response fo this Order, North Middletown shall respond to the

allegations in this Order regarding its failure to comply with the provisions of KRS
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Chapter 278 and of the Commission’s Order of August 10, 1924 in Administrative Case
No. 351.

3. North Middletown shall immediately cease charging Judy Water
Association the rates that differ from those set forth in its water purchase contract with
Judy Water Association.

4. Any motion requesting any informal conference with Commission Staff to
consider any matter that may aid in the handling or disposition of this proceeding shall be
filed with the Commission no later than 20 days from the date of this Order.

5. The record of Case No. 2005-00480 is incorporated by reference into the
record of this proceeding.

Done at Frankfort, Kentucky, this 24th day of February, 2006.

By the Commission
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APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2006-00072 DATED February 24. 2006.



AFFIDAVIT

Gerald E. Wuetcher, being duly sworn, states:

1. I am the Assistant General Counsel of the Public Service Commission of
Kentucky. | have served in that position since April 2000. | have been employed as an
attorney for the Public Service Commission since July 16, 1987.

2. On November 19, 2005, Judy Water Association applied for a purchase
water adjustment pursuant to Administrative Regulation 807 KAR 5:068. Judy Water
Association’s application was docketed as Case No. 2005-00480. Judy Water
Association applied for the purchase water adjustment to reflect increases in wholesale
water service rate from the City of Mount Sterling, Kentucky and the city of North
Middietown (“North Middletown”). On December 21, 2005, the Commission authorized
a purchase water adjustment for Judy Water Association, but did not consider the
increased costs related to the purchase of water from North Middletown. The
Commission heid that “[aJs North Middletown has not provided the Commission with
notice of any rate change that KRS 278.780 requires, its rate adjustment is not effective
or lawful, may not be assessed, and may not serve as the basis for a purchased water
adjustment.”

3. On February 17, 2008, | telephoned North Middletown and spoke with Ms.
Betsy Frasier. Ms. Frasier identified herself as North Middletown’s City Clerk. Ms.
Frasier advised me that North Middletown had entered a purchase water agreement
with Judy Water Association on 19 October 1999, (Ms. Frasier subsequently sent by
facsimile a copy of this Agreement. This copy is attached as Exhibit A.) She stated that
North Middietown did not begin providing water service to Judy Water Association until
late 2000. North Middletown issued its first bill to Judy Water Association in December
2000. It issued its first large bill to Judy Water Association in March 2001. Ms. Fraiser
did not provide the specific rates that North Middletown is currently charging, but did
state that these rates were increased in January 20056 to reflect an increase in the rates
of North Middletown’s water supplier — Kentucky-American Water,

4, On February 20, 2006 | spoke by telephone with Billy Ray Fawns, Judy
Water Association’s general manager. Mr. Fawns stated that Judy Water Association
had been receiving wholesale water service from North Middletown in late 2000. He
stated that Judy Water Association originally paid $2.14 per 1,000 for the first 2,000,000
gallons of monthly usage and $2.44 per 1,000 gallons for all water in excess of that
amount. In January 2005 North Middletown adjusted the rates to $2.33 per 1,000 for
the first 2,000,000 gallons of monthly usage and $2.65 per 1,000 gallons for all water in
excess of that amount. He further stated that Judy Water Association did not receive
any advanced notice of the adjustment.



5. | requested Brent Kirfley, Manager of the Public Service Commission’s
Tariff Branch, search the Commission’s files for any contract or rate schedule or notice
related to North Middletown’s purchase water agreement or its wholesale water service
rate. Mr. Kirtley conducted a search and advised me on February 20, 2006 that his
search failed to reveal any record of a contract or rate schedule or notice of rate
adjustment.

AFFIANT STATES NOTHING FURTHER.

DO (P —

Gerald E. Wuetcher
COMMONWEALTH OF KENTUCKY }

COUNTY OF FRANKLIN )

SUBSCRIBED and sworn to before me by Gerald E. Wuetcher thisZ © dayof
February, 20086. 7 / %4
: . J

NOTARY PUBLIC
Kentueky-At-Large
My Commission expires 7/19/06
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WATER PURCHASE CONTRACT

Tiip eontract oz the gale and purchase of water is entered into 29 of the

City of North Middietown, 223 Church Street, P.O, Box 69 : .
North Middletown, Kentgcky 40357, a municipal corporation of the Conarnonweaith of Reatucky of
the Fifth Class of Bowbon County

day of October, 1999, bufwesn tw

HerpinaBerreiorred 1o as the “Soller™ and the Tudy Water Association, Ing, 5031 Mavgville Ropd )
Mt. Sterfine, Kentucky 40353 . .
Herehafter refarred t ag (he “Purchaser”, '
WITNESSETH:
Whasses, the Purchaser is organized and established under the provisions of Chapter 273 of the Codo of
e Eentacky Revised Statutes , for the purpose of comstructing end operating a water supply distidbution system

garving water users within (e area described in plans now on file in the office of the Purchaser and to acoorapligh this pupose, the
Purchasre will raguirs o supply of treated water, and '

Wherzay, the Seller owns and operates a water supply distribution system with a capacity czpatde of gerving e present
ousteraess of the Selfler’s systetn and the estimated number of water users fo be served by the said Purchaser a8 shown in the plans
of the sysiem now oa Hlo in the office of the Purchaser, and

Whareas, by & Resolution of the Sefler enacted on the 17 day of August, 1999, by the Sefler, which (1) approved fhe
sate of water %0 the purclmset in accordance with the provisions of this contract and (2) authorized the exscution of this contiact by
e Maver , and atlested by the City Clerk.

Wherens, by Resclution of the Purchaser, enacted on the _/ q day of Q@%ﬁ’é&l/ L em by the
Purchaser which (1) epproved the purchase of water from the scller in sccordance with the provisions of this contract and (2)
anfhorivad i3 sxocvtion of this contract by the Chairsnan of the Board of Judy Water Assoclation, Inc. and attestation by {he

Secrziany;

T

Haw. therzforg, ia considerstion of the foregoing and the mutval agreements hereinafter set forth,
Al The Sefler Agress:

1, {Ouality and Quantity) To furnish Lb.c Purchaser at the point of delivery hereinafler spaoificd, doging e tema of this ™
sonirat or ooy remews) o extansion thereof, potable treated water meeting applicable purity standards of the | Division of
Wetrr, Feentovky Cobined for Natoral Resources and Environments] Protgction in such quantdiy ss msy be yoyuived by
the Furghasey not 10 excesd __ 2,100,000 gallons por month, 4t the rate of seventy thousand (70,000) gations per day, 25 w2t
forth in ihe attached Addendum A to Water Purchase Contract, incorporated herein by reference.

2. iFoint of Delivery and Pressure) That water will be fumished at a reasonably constant pressurs caloulated st
aonrssiately Shirty (30) ngi from existing sight (8"} fnch and six (6"). inch main supplics at points jocated gs set forih in (he
attached Addenduss A to Water Purchase Contrast incorporated horzin by reference.

I & zreatsy pressure then that normally available at the point of delivery is required by the Purchaser, the sost of providing such
greater pressurs chell be bome by the Purchaser. Emergency failures of pressure or supply due to main supply Hns breeks, pewor

Pgble - rportimg busdan for i soffention of byfonmotion is extimabid to Avorags | owr por seapones, inehixding tho i for seviewing inriruoonn. searebing cxising dele souris, plioia and sebtcining the dufs
needed, and comphedrs ond rvdswing e sullontion &Ffnbemation, Send nemments regding ts burtlen sstlinats or nny otier aspaet of s collestion of infarmedion, inctuding supgsstions for rdbelg il Saislon,

o U8, Jeparent o Agviutrs. Clerer Offioes, STOF 7002, 1400 Indapandence Avemae, 8.W,, Woahinglon, .G, 20250-7602, Plense 133 NOT RETURK this form o i ndilross, Searecs To Wi o USIA

i,

offiie & dy. Yo 6ro 9 sequlres o rerpded to fhin oolisotion of infarmuotion unbees B dirplaye a cumrently wilid OMB toimrol surnder

Exhibit A

L 354 {4 By C



Faitursy, flaod, fire and use of water to fight fire, earthquake or other catastrophe shall excuse the Scller from Lils provision for such
reasciable poded of time 2z may be necessary to restore service,

3, fhster Reading) Seller is responsible for reading metering devices. The metering equipmant shall be mad on n
momildy tesls. AN appropdate official of the Purchaser at alf reasonable times shall have access to its meters for the parposa of
v fy g their reading, '

4, (Bilipg Procedurs) To furnigh the Purchaser at the above address not later than the ___10% _ day of each mont,
wish #11 itenszed statement of the amount of water furnighed to the Purchaser during the preceding month.

B, The Purchaser Agress:

1. Rates and Peyment Date) To pay the Seller, not fater than the
at e rate of Cipe Doflar snd Ninety Five Cents (81.95) per 1,000 gallons.

i {Connestion Costs) To ba responsible for all coss incurred in making all of the connectlons betwesn the waicy
dissriration erstem of ths yarchaser and the seller.

5. Metering Buaipment) To be responsible for the obtalning of all real property end easements for purpuses of
instalintion, operation and malntenance of its equipment as contained herein, To furnish, install, operais, ard maintain at its own

day of each monih, S walor defversd

sxpends st point of delivery, the necessary metering equipment, including & meter house or pit, and reguired devices of standard
twne Fur wroperly meaguring the quantity of water delivered to the Purchager and to calibrate such metaring squipisent whenaver
roguestad by whe Seller but not more frequently than once every twelve (12) monthe. A meter regletering not movs than ve
percaat (2%6) shove or below the test result shall be deemed to be accuzate,

Tha eevious readings of any meter disclosed by test to be inaccurate shall be corrected for the __Lpst bwelve (123
noniie previoes to sach test in accordance with the percemtiage of inaccuracy found by such tests. Ifany meter fails to sgluter o
any perjod, the amount of water funisbed during such period shall be deemed fo be the anount of water deliverad i b
correspording pariod irvanediately prior to the failure, unless Seller and Purchaser shall agree npon & different st
. I iy fgrther mutpedl foll '

1. (Term of Contract) That this contract shall ev:tcad for a term of years from the dats of the initial Aetivery of

any waler g5 show by the first bill submitted by the Seller to the Purchaser and, thcrenﬁer may bs renewed of axtendsd for tuch

terem, oF tarms, as may be sgreed upon by the Seller and Purchaser,

2. (Thivery of Water) That _ 30 _ days prior to the estimated date of completion of constraciion of the Purchmser's
wase: Sepply Hstsibution system, the Purchager will notify the Seller in writing the date for the initial delivery of water.

3, {Water for Testing) When requested by the Purchaser, the Seller will make available to the contractor at the puinst of
delivary, ot ofher poing reasonably close theteto, water sufficlent for testing, flushing. and trench filling the systemn of the Purchasst
duricg constraction,

4. Failare i Deliver) That the Seller will, at all times, operate and maintain its system in en eficlent merner and wil

inke such agrion 28 may be necessary to furmish the Purchaser with quantities of water required by the Purchaser, Tespovery or
pardd faifures to detiver vater shall be remedied with all possible dispatch. In the event of an extended shortsge of witer, or the
supp'y of wausr eveileble to the Seller is otherwise diminished over an extended period of time, the supply of weler (o Purchaser’s

Publls cperting buse m oy b coliection «finfarmation i¢ artitmeted b svamse 1 Jiowr par responss, ipchding the Sme fof reviewing insructions, saerbing existing dels spumes, gnuai £ eud mpinteiniag e dan
sagat, Wi¢ eomplalis had » w!ewlss? “he solfention of information, Band comimante regrsding thia birden cstimate ot any ofhot =apast of this coficolion ol informaion, ineledip epyetons fie odoslng e o,

te LA, eparvnont ol Agriontum, Cunﬁmnse oo, ETOP ?snz. 1400 idependonns Avelide, B.W., Woahinglon, 0.0, 20250.7607%, Pleaes DD NOT RETURY fis frim to tils aé& g, Fonwsrd 1o tha e UETA
oliiug trly, Fou e oak nmuizad do rgperd W s liom ofE st witdess ft dfepioys e nwrsnify walid Ohdl corivel mamtre
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consuraers shell be teduced or dintinished in the same ratio or proportion ag the supply to Sellst®s contumers is reduesd or
dindnished.

5, (Motification of Contmef) That the provisions of this contract perfaining to the scheduls of rafes to bs paid by the
Puscheser for water delivered are subject to modification from time to time, Any increase or decrease in rates shell be Based on a
dernonatrable inmmase of decresse in the costs of performancs by the seller as indicated by a cost of service study uillizing any
methodology generally acceptable in the potable water industry. No increase or decrease shall be effective witless agreed t by the
parties bhereto o1 approved by the Public Service Commission of the Commonwealth of Kentucky.

6. (Regnlaiory Agencies) That this contract is subject to such rules, regulations, or laws a5 may be appiicable to similar
sgreseasits i the Commonweaith of Kentucky and the Seller and Purchaser will collaborate in obtaining such permits, cartificates.
v the Uke, s may be required to comply therewith,

7, (hjiscelianeous) That the construstion of the water supply dist ribution system by the Purchaser is being fnanced by a
lomn wmde or fneured by, and/or 2 grant from, the United States of America, acting through Rural Developmest of e United Buxtes
Deparament of Agriculturs, and the provisions hereof pertaining fo the nndertakings of the Purclisser et conditionsd apon the
spproval, i weiting, of the State Director of Rural Development.

8. {(Bucvensor to the Purchaser) That in the event of any eecurrence rendering the Purcheser incapsble of performing
wnder this conmact, any successor of the Purchaser, whether the result of legal process, assignment, or otherwisz, shall succeed 1o
the sights and obligations of the Porchaser hereunder.

5, (Nom-Discrimination) Without Regard to any ofher provision of this Water Purchase Conftract, for the purpuss ol
avoiding suy aspect of liegel disciimination, it {s xoutually agreed by the Seller and the Purchaser that the Purchezer, in sy event,
ghalf not be therged a wyter rate lower than the waler rate charged any other independent water district supplizd by the City of
North Middistown, Kenvucky,

10, Fedes) This contract is pledged to the Rural Utility Service as part of the seourity for a loan or Joans st may bo
made 4o the Purchager,

11, (Fale) The parties hersto are aware of, recognize, and have taken into account the potontial sals of the Warer
Dstrbution Hystom of Seller to Kentucky American Water Company, 8 Kentucky Corporation, which is 2 wtility regulated by de
Comenonwealdh of Yenmcky Public Servics Comumission. Purchaser agrees to abide by all rules, tegulations, wiffy, and other
conditions relating to Setier’s purchase of water from Kentucky American Water Company, and to agree to sams if and when (e
Water Distritaztion System of Seller Is transferred to Kentucky American Water Company,

12. {Successors in Interest) In the event that ulf or any part of the water works plant and facilities of Seller which aze nsed
in meeting its sbligetions under this Agreement are acquired by any other entity, then and in that event Sefier shell be relieved of
&l ii5 obligations herennder and, in such event, this agreement shall be binding upon the successor entity maldng seoh sogulsizion.

13. (Dlsclaimer) N is understood and agroed between Purchager and Seller that Scller does not, by dis Agreement
undeitake or conghst to provide fire protection for those individuals, parinerships and corporations 4o whom Purcheser is going o
sell watsy firnished by Seier. Purchaser acknowledges that it is fully aware that if its customers deslre fire prowstion or sufficient
guanities of water for fire extinguishment, that it must provide the same by the construction and mainienance of approprisie
Faeilites to render guch 4 gorvics and protection

ks reporiing buwden for fhis solisation of informestion [ entimated to averaps 1 ko per rospone, Inelutling tho time for meviewing Sinuedons, searciing exlring dole rowrsed, pethoriing end malpeining the dats
tiggdert, snd tomploting and reviewing e saliastion of infornabion. Bond commrels Magending this bustex etimete o7 any ofie aspact of this eclicotion of informatien, inafudle pagpretlons R veduding this banisn,
(5478, eptrbre 67 Assdeultme, Clasranes Officar, STOP 7602, 1600 Independnnn Avanue, 8.W,, Wasbingron, B¢, J0250-7602, Fieme DO NOTRETURS This fors to thlr sddimr, Possvied o ths ooet URTA
oiBee v dy, Vi ars not reguingd o reoperd to S colisstion of ufensstion uress 1 dispiaps & mumantly valis OMB centrol nummber, '
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14, (heck Valves) Purchaser will dnstall, at its sole expense, appropriately approved chock valves wideh Purcheser musi
certify to Seller 2 approved, and which must be inspected by a certified plumber annually and certified in writing to Seller as ther
currenly approved and properly working, all at the cost of Purchager,

13, (Pressure) Sefler shal endenvor to maintain @ minimal water pressure of thirty (30) PSI at the metered connections
for the masimum delivery rates specified under this agreement; however, Seller's obligation to supply water pursuant to this
agrssment is scjely am obligation that it shall undertake to use reasonsble care and diligence in oxder 1o prevent and svoid
interruptions end fluctuations in the supply of water agreed to herein. Seller can not and does not gunrenies, covenant or warnt
thet fnterruptions or fuctzations will tiot occur, or that because of emergencies due to breaks, lenks, defects, constraction of
necowary sepuit in its facitities, or caused by fires, sirikes, acts of God, or other causes, there may not be periods during which the
supply of water may be curtalled or interrupted. In the event of such interruptions or fluctuations, ny liability of any aatire shall be
impessd vpon Seller, ‘ _

18, (Purchased Water Adjustment) Seller shall be allowed 1o “pass through” to Purchaser, all increages in price from iis
supphier, Kentucky American Water Company, and the parties agres that the provisions of 807 KAR 5;058, 28 now or gy by in
effect (arad 3 sepsaled, the most recent regulation governing the subject maiter, unless replaced by auother regulaicry scheme,
which. shell then epply), "Purchased Water Adjustment for Water Districts and Weter Associations® sheail apply fo this clause of
this & greement, and that Seller and any successor as set forth herein shall be determined to be, for puspeses of that regulation, the
Waier District of Water Association as set forth thersin.

In witness whereof, the partes hereto, acting under authority of their respective bodies, have cauged (s contract to be
duly execated fn . two (2)  counierparts, cach of which shall constitnte an original.

Seller
City of North Middletown
By _xd : -
Bobby Lutes  \_)
g : ‘ Titde: Mayor
% r\-&-ﬂ‘.‘.&
-Tr ; o

Beigy Fraziew :Ebty Clerk
1,
N,

Purchaser:
Judy Water %‘su: ation L
By %‘V
P t / 7
Adigst 2 ;Hj
-
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ADDENDUM A

| TO WATER PURCHASE CONTRACT BETWEEN -
CITY OF NORTH MIDDLETOWN (HEREIN THE "SELLER") AND
JUDY WATER ASSOCIATION, INC. (HEREIN THE "PURCHASER")

DATED THE __ DAY OF OCTOBER, 1999

4,  Delivery of Water, The quantity of water to not be exceeded, Two Million One Hundred
Thoussd (2,190,000) gallons per month, shall be delivered by Seller at the rate of Seventy Thousend
{70,005} gations per day, which per day figure shall be the agreed upon quantity of delivery subjent to the
provigions of subssction B herennder, rather than the monthly figure.

8. Exceeding, Maximum Ouantity of Water. If the maximuwm quantity of water per day or per
month to be furnished horeunder is exceeded in any twenty four (24) hour period, or calendar mooth,
respatiively, the Ssller shell have the option oft

(1}  Terminating the supply of water to the Purchaser at all delivery points fbr the r&m@mdcr of
the day or month in which the excess occurs; or

(2}  Purchaser shall be cherged an “excess usege foe” equal to four (4x) times the currem
mintmum (dollar amount on maximum quantity usage) per thousand gallon charge wader tm
paneral water rate schedule of Seller in effect at the time.

€. Delivery Points. The points of delivery shall be at the following locations:

(1} Master meter No. 1 shall be located epproximately 2,500 foet north of the intersection of
KY 627 and XY 57 on Highland Farms Property, and connect to an sight (8') inch line.

2) Master meter No, 2 shall be located approximately 2,000 feot southwest of the intersection
of US 460 and Stoney Point Road on the Douglas Witt property, and commest to a six (6"
tnch line.

(3)  Master member No. 3 shall be located inside of the pump station, loceted on the North
Middletown Eiemmtary School property on KY 3364, and connect to a six (6") inch
ina.

The difference in the fwo (2) readings of master meter No. 1 and master meter No. 2 shall be added

#n the rzadiag of master meter No. 3 for the total monthly bill. These readings must iske piace
consenutively,

- (&) A conventional below grade concrete master meter vault will contain a corepound mater,
strainer, swing check valve, gate valves, and a bypass line for emergencics,

D. Waier Pressure ot Delivery Points. The water pressure at the delivery poists shall b a
mirdrean pressure of thirty (30) pounds per square inch (30 PSI) provided, however, that the obligation of
the Szller to maintain this minimum pressure shall be specifically conditioned and coptingent on the
Purthaser heving in existence, and maintaining at all times, a "finished" water storage capacity sgual ‘o at
least twanty four (24) hours current consumption, in the aggregate, of the Purchaser, ‘
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E. Geo Bound ice Area. The geographic boundary or area in which any wates
sold azd supplied to the Parchaser by the Seller may be revold and/or furnished by the Purchaser to its
customers, or anyane else, is specifically limited to only water users Jocated on propezty which is sdjacent
to the Purchaser's waterline or across public roads in Montgomery and Bourbon Counties, Kentucky, this
provision shall except those customers served by the Cily of North Middletown, or on property adjacest 10
or across puldlic-roads from the City of North Middletown lines in Bourbon County, Kentucky, which
proparty shall have the option of service by the City of North Middletown or Judy Water,

Purchaser shall not sell or supply water supplied by Seller to nsers located anywhere outsids of the
abova-described geographic area,
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